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July 7, 2015 Report # 15-013

AUDIT OBJECTIVES & SCOPE

Audit Objectives:

1. To determine if the home rehabilitation project on Patterson Avenue was consistent with
program objectives and met all applicable rules and regulations.

Yes with some Exceptions — We conclude that the Patterson Avenue home rehabilitation
project was consistent with program objectives and substantially met all applicable rules and
regulations. The project was not consistent with the City’s Strategic Housing Plan.

2. To determine if the rehabilitation of the property on Patterson Avenue was financially
feasible.

No — We conclude that rehabilitation of the Patterson Avenue property was not financially
feasible.

3. To determine if construction management expenses are in line with industry standards and
payments for housing rehabilitation specialist services are made in accordance with the
executed contracts.

No — We conclude that payments for housing rehabilitation specialist services were not
made in accordance with the original contract. A second contract was awarded on a sole
source basis without adequate support to verify the fees were reasonable. We were unable
to definitively conclude whether expenses were out of line with industry standards.

Audit Scope:

We reviewed documentation related to the Patterson Avenue home rehabilitation project
maintained in the City’'s Community Development Block Grant (CDBG) files, on the contract
database, and in Purchasing Division procurement files. We also discussed the project with
Community Resources, Lead Safe, Purchasing, City Attorney’s Office and Engineering staff, as
well as with representatives of the U.S. Department of Housing and Urban Development (HUD)
and project construction vendors.
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BACKGROUND

In 2006, the City of Roanoke developed a Strategic Housing Plan with the goal of reversing
negative trends of the prior two decades by arresting the decline in housing conditions, stopping
population loss, and increasing income levels. The plan notes that “while the City should be a
catalyst in any effort to change the housing market, the most important long-term participant
must be the private sector. The City does not have sufficient resources to overcome its housing
deficiencies without significant participation and investment by the private sector, both from
individual property owners, housing entrepreneurs, and developers.” The plan goes on to state
that “...the City must be selective and direct its funds carefully to maximize benefits and create
sustainable neighborhoods in the most efficient manner.” [See Exhibit 1]

Annually, the City of Roanoke receives HUD grant funds as a part of three [3] major federal
programs: Community Development Block Grant [CDBG], HOME Investment Partnerships
[HOME] and Emergency Solutions Grant [ESG]. CDBG funds have been allocated to the City
since 1975 and can be used for a variety of activities including housing, economic development,
job training, and construction projects. CDBG funds are primarily intended to benefit low and
moderate income persons and areas. The Code of Federal Regulations, Title 24, Part 570 —
“Community Development Block Grants,” provides local governments with broad authority to
program federal entitlement funds. HUD is flexible regarding the use of CDBG funds as long as
the work is performed in a low-to-moderate income area. City of Roanoke program guidelines
govern how funds are to be used and establish project cost limits. The Community Resources
Division manages the City’s federal HUD funds.

In 2009, the City established the Energy Efficient Home Rehabilitation Loan Program. This
CDBG grant-funded program was designed to rehabilitate homes, and guidelines for the
program were approved on December 12, 2012. The original protocols established a $50,000
spending cap per home and stated that “eligible properties must be economically feasible to
rehabilitate.” Seven [7] homes were rehabilitated [with total capital costs of $300,484] under
these guidelines.

To better align the housing rehabilitation program with HUD requirements, its guidelines were
amended in April 2014 with the following significant changes:

e The maximum per unit CDBG subsidy for owner-occupied homes was increased from a
$50,000 hard cap to a $75,000 cap [$125,000 cap for any home deemed unsuitable for
rehabilitation, requiring substantial reconstruction] that could be waived by the Community

Resources Program Administrator.

¢ Income restrictions were added to limit the program to low-to-moderate income
homeowners.

¢ Clarity was added specifying that project costs would be treated as forgivable loans.
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It is not clear whether the Patterson Avenue home rehabilitation project falls under the original
or amended guidelines. Per discussion with Community Resources management, the project
falls under the amended program guidelines as construction did not begin until 2015.
Conversely, the same personnel reported to HUD, in a December 4, 2014 letter, that the project
was the last remaining home to be rehabilitated under the original Energy Efficient
Rehabilitation Program. [See Exhibit 2]

The first application to participate in the City’s home rehabilitation program, related to the
Patterson Avenue house, was received in 2009. The initial application does not indicate
whether the proposal was approved or denied. A second application, submitted in 2011, was
approved. The property was in need of substantial work and City staff attempted to coordinate
efforts with other agencies to make the project more financially feasible by approaching it on a
piecemeal basis. However, Lead Safe Roanoke evaluated the property twice and concluded
both times that the lead removal portions of the project were not financially viable. No further
action was taken on the project at the time.

On March 21, 2014, City staff received a third application for housing rehabilitation related to the
Patterson Avenue property. The owner met the revised income guidelines and the application
was approved the following day. In October 2014, in anticipation of relocation, the residents’
belongings were taken to a storage facility paid for by the City. On November 4, 2014, the day
of the pre-bid conference, the residents moved into temporary housing, the cost of which was
also covered by the rehabilitation program.

The City contracts with LMW, P.C. to provide a Housing Rehabilitation Specialist, who oversees
work done under the City’s rehabilitation program. This person specializes in the coordination
of housing rehabilitation construction in adherence with HUD standards. The City entered into a
one-year contract for these services on October 29, 2011. It was subsequently renewed in
2012 and again in 2013. The contract expired in October 2014 and was extended for an
additional one hundred twenty (120) days to February 25, 2015. In February 2015, a new sole
source contract was negotiated with LMW for these services in order to finish the Patterson
Avenue project.

In October 2014, rehabilitation construction at the Patterson Avenue house was estimated by
the Housing Rehabilitation Specialist at approximately $143,025. A contract for $194,255, 36%
above the estimated cost, was awarded in November to Strahle Construction Company, Inc.,
the sole bidder. The construction contract between the property owner, the City, and the vendor
was executed on January 26, 2015. Construction began shortly thereafter and is expected to
be completed no later than July 30, 2015. Patterson Avenue project expenditures will be
structured as a 10-year, 0% interest forgivable loan. The homeowner is not required to repay
during the 10-year period as long as they occupy the home as their primary residence. At the
end of the loan period, the full principal amount is forgiven.
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The Patterson Avenue house is located in the City’s H-2 Historic District. Historic districts were
created to promote preservation and protect historic resources against architecturally
incompatible development. This designation presents unique challenges regarding materials
that may be used for rehabilitation and the type of work that can be performed.

End of Background
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Objective 1: Program Objectives

To determine if the Patterson Avenue home rehabilitation project was consistent with program
objectives and met all applicable rules and regulations.

We reviewed the City’'s Community Development Block Grant [CDBG] file. It was appropriately
organized so that supporting documentation could be efficiently located. Based on its contents,
we conclude that, overall, the project was consistent with program objectives and substantially
met all applicable rules and regulations. The program objective of providing safe, sanitary, and
affordable housing in a suitable neighborhood living environment for City of Roanoke residents
appears to have been met. The property contained multiple lead-based paint and asbestos
hazards, which will be remediated with this rehabilitation.

We also reviewed supporting documentation and/or conducted discussions with applicable
personnel to determine whether the project was consistent with the City of Roanoke CDBG
Housing Rehabilitation Program Guidelines, as amended in April 2014. Audit program steps
addressed the following program guidelines:

e Eligible and ineligible property types
0 The property met eligibility guidelines since it was located in the target area and
owned by the applicant.

e Eligibility for assistance
0 We verified that the property owner met primary residence and income eligibility
requirements, and had not received CDBG or HOME funding under this or any other
program for a period of five (5) years prior to the date of application.

¢ Eligible costs
0 A review of total project costs expended affirmed that development hard costs,
development soft costs, and relocation costs were eligible costs according to
program guidelines.

¢ Role of Housing Rehabilitation Specialist
0 We reviewed the contract between the City of Roanoke and LMW, P.C. to verify that
the Housing Rehabilitation Specialist ensured quality work was performed and
project costs were controlled. Documentation supported the home assessment,
work write-up package, and progress payment request validation which included an
inspection report signed by the contractor and the rehabilitation specialist. Change
orders were verified by the rehabilitation specialist.
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e Relocation
0 We reviewed relocation expenses, specifically housing costs, for reasonableness.

According to City staff, a fully-furnished corporate apartment, costing an average of
$1,768 per month, was provided to the Patterson Avenue residents in order to
simplify issues with utility billing and deposits. In addition, the proximity of the
apartment ensures that a minor at the residence can remain at the same school.
There was no supporting documentation for research into other housing options and
costs.

e Other program guidelines [including an executed rehabilitation contract and payment of
taxes or fees as a pre-condition of assistance]

o0 As of May 8, 2015, the April real estate tax installment for the property was
delinquent. Community Resources staff notified the property owner, who paid the
taxes in full.

0 We determined that the construction contract executed between the City, the
property owner, and the construction company met program guideline requirements
including items such as work specifications, dollar amount, itemized bids from
contractors for work specified by the Rehabilitation Specialist, and lead-based paint
certification.

e Project cost limitations
o0 The original rehabilitation program, under which the Patterson Avenue project was
approved, had a $50,000 per project limit

which could not be waived. At the time The average cost of the seven
construction started, the program cap had other homes rehabilitated
been raisgd to $75,000 and could be Iifted by ‘i"s'i’fs,f;gg” ;.Zirgi'gl'z’gzl d have
Community Resources staff. Total project rehabilitated four (4) homes
costs, including housing and additional for the cost of this one project.
expenses, are estimated to reach $241,765, at

a minimum.

Program guidelines allow the City the option of not proceeding with a project based
on financial considerations. However, Community Resources staff chose to lift the
spending limit on this project. The reasoning behind this decision was that the City
had committed to rehabilitate the home and that HUD health and safety requirements
compelled the City to spend whatever program funds were necessary to resolve
identified issues. These factors outweighed the potential financial burden to the
program. There was no documentation on-file to support the basis for waiving the
spending limit.
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Income eligibility
o Sufficient documentation was on file to support applicant income eligibility.
Guidelines stipulate that gross household income for the current year, and projected
12-month anticipated income, cannot exceed 80% of the area median income by
household size.

Loan terms for owner occupied homes
o Documentation supported the appropriate loan terms (10 years with 0% interest). A
properly executed Deed of Trust and evidence of Title Insurance was also on file.
Additionally, the property owner has maintained ownership and occupancy of the

property.

Lead safety, asbestos testing, and historic review requirements
o0 Evidence supported the performance of lead-based paint and asbestos inspections,
and intention to remove the hazardous materials. Historic review documentation was
also available and states that the project will not adversely affect the historic district.

Contractor’s gualifications
o0 The contractor selected to perform the rehabilitation met the required qualifications
outlined in the program guidelines including holding a Virginia Class A or B license,
EPA Certification, City of Roanoke business license, and being current with City of
Roanoke tax responsibilities.

Pre-bid activities
0 We reviewed the Purchasing Division’s contract file which included appropriate
documentation to support pre-bid activities including conducting an informational
meeting for interested contractors followed by a site visit. Additionally, the Invitation
to Bid (ITB) packet included detailed bidding instructions, as well as rehabilitation
specifications.

Bidding and pre-construction conference
0 One (1) bid was received and the contract was awarded to that vendor. We
contacted two (2) contractors who attended the pre-bid meeting, but did not bid on
the project. One (1) vendor responded and reported that the scope of work was too
large for their staff. We also confirmed that a walk-through of the property prior to
construction was performed by the Housing Rehabilitation Specialist as required by
the program guidelines.

Construction contract
0 Per the contract, construction is required to be completed within 180 calendar days
from the date the City issued a Notice to Proceed. The notice was issued on
January 30, 2015; therefore, construction should be completed by July 30, 2015. At
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the time of our review, there had only been one (1) change order, and it was
submitted and approved in accordance with program guidelines.

¢ Inspections
0 See ‘Role of Housing Rehabilitation Specialist’ bullet above.

e Progress payments for construction
0 As of May 15, 2015, only one (1) progress payment had been made. The payment

was issued directly to the contractor within thirty (30) days of inspection of the work
performed and was based on completion of work.

End of Objective 1
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Objective 2: Financial Feasibility
To determine if the rehabilitation of the Patterson Avenue property was financially feasible.
Per review of Community Resources documentation, we conclude that rehabilitation of the
Patterson Avenue property was not financially feasible. We approached project viability in
several different ways:
e Comparison of the cost per square foot of this project with the average sale price (square
foot basis) for comparable single residence homes in the area, and with the average

assessed value (square foot basis) for adjoining properties.

e Comparison of Housing Rehabilitation Specialist cost estimate from October 2014 with the
contractor’s submitted bid in November 2014.

e Comparison of capital costs expended on the project with capital costs expended on the
other seven (7) projects completed in the program.

(Results on Following Page)
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Rehabilitation work undertaken at the property includes exterior and interior lead paint removal,
front and rear porch improvements, boiler replacement, electrical and plumbing improvements,
and additional improvements throughout the home. Costs related to porch repair and/or
replacement account for 49% of total project costs.

Upon completion, the per square foot rehabilitation cost will be 79.4% more than the average
sale price per square foot for comparable properties sold between April 2013 and January 2015.
Furthermore, the subject property’s per square foot rehabilitation cost will be more than double
the average assessed value per square foot of properties on the same street as follows:

Project Property Construction Square Cost/Square % of
Cost Feet Foot Average
Patterson Avenue $ 205,705 2,716 $75.74 179.4%
Project Property and Assessed Square Value/Square % of
Comparable Properties Value Feet Foot Average
Project Property $ 53,800 2,716 $19.81 63.9%
Comparable 1 $ 57,300 1,984 $ 28.88 93.1%
Comparable 2 $ 46,200 1,666 $27.73 89.4%
Comparable 3 $ 79,000 2,754 $ 28.69 92.5%
Comparable 4 $ 75,600 2,182 $ 34.65 111.7%
Comparable 5 $ 87,100 2,680 $ 32.50 104.8%
Comparable 6 $ 94,000 2,796 $ 33.62 108.4%

The sole construction bid at $194,255 was $51,230, or 36%, more than the cost estimate of
$143,025 prepared by the Housing Rehabilitation Specialist just one month prior. There was no
supporting evidence to confirm differences between the estimate and bid were analyzed and
understood.

The City expects to spend approximately $241,765 on the Patterson Avenue project including
construction, project management and relocation costs. Construction will account for $205,705
of the total, which is $162,779, more that the average

construction cost of $42,926 per project for the seven (7)

other homes rehabilitated under the program. Patterson Avenue project
costs were 379% greater

than the average cost of all
other rehabilitated houses.

End of Objective 2
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Objective 3: Construction Management

To determine if construction management expenses are in line with industry standards and
payments for housing rehabilitation specialist services are made in accordance with the
executed contracts.

Per our review of the LMW, P.C. rehabilitation specialist services contract and associated
invoices, we conclude that payments were not made in accordance with the executed contract.
The City paid $5,580 for services associated with the Patterson

Avenue project through December 2014, which exceeds the As of December 4, 2014,
contract fee of $3,000. There was no addendum to the contract, or payments exceeded the
any other supporting documentation to explain the basis for Zggg)glgzog:r;g:;amount
exceeding the allowable fee. Actual construction on the project did ¢ :

not begin until after January 31, 2015.

We also reviewed the February 2015 rehabilitation specialist services contract related to
completion of the Patterson Avenue project. In this agreement, the City consented to pay LMW,
P.C. afee comprised of 10% of the base construction costs plus 10% of any change orders.
This translated to an additional $20,571 for services originally priced at $3,000. The previous
payments of $5,580 to LMW, P.C. were not applied towards the additional fee. To substantiate
this award, staff simply noted that 10% was typical for rehabilitation specialist services.

Including an additional $4,655 in fees for architect services, the City will pay LMW, P.C. a total
of $30,806, or 15% of the projected total construction costs of $205,705, upon completion of this
project. Based on our review of the project and interviews with City and vendor personnel, it
was generally agreed that the Patterson Avenue project warranted more than the originally
agreed upon fee of $3,000 given the project timeline and total construction costs. However, we
were unable to find anything in the Commonwealth of Virginia Construction and Professional
Services Manual, or other industry literature, which supported a 15% fee for design and
construction management services.

End of Objective 3
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SUMMARY OF MANAGEMENT ACTION PLANS

Management Action Plan — Program Discontinuance

The 2009 Energy Efficient Housing Rehabilitation Program is complete and will not be continued
using internal management. The City will seek proposals from responsible outside agencies to
fulfill this community need.

All projects in the program will be completed, reported to HUD, and closed out by September
30, 2015

Assigned To Target Date

Keith Holland, Community Resources Program Administrator 09/30/15

Management Action Plan — Program Guidelines

Revise Housing Rehabilitation Program Guidelines: As part of the City’s target area transition to
the Loudon-Melrose/Orange neighborhoods, staff and management will evaluate the current
financial/investment limits and parameters (per project cap) to ensure that the program
guidelines are sufficient to support the anticipated level of effort to effectively rehabilitate homes
in this new target area and reflect experienced and anticipated construction/rehabilitation market
and material costs. Each time a new target area is determined, the guidelines for the Housing
Rehabilitation Program will be evaluated and appropriately revised to address anticipated needs
identified for that target area and any market changes in costs of materials, labor and related
project inputs.

Further, staff will establish objective criteria for waiving any single-project cost/investment cap
established by the guidelines. Criteria should include, but not be limited to, evaluation of the
existing structural conditions of the unit, and required compliance with Federal, state and local
regulations associated with the unit's rehabilitation; strategic location within the target area and
potential area benefit of such rehab; and relationship of anticipated cost per square foot to
rehabilitate (compared to similar projects) associated with the size and scale of the housing unit
as it relates to the per-project cap. A scale will be assigned to each criterion and a minimum
score will be established to determine project eligibility. A verbal justification/description for
each score will be included in the tabulation.

Further, the revised guidelines will require that a request for waiving any such per project cap
guideline will be made by staff of the City’'s Community Resources Division to the Assistant City
Manager for Community Development for review. Granting of any requested waiver will be
solely within the purview of the City Manager or the Assistant City Manager for Community
Development.

Assigned To Target Date

Keith Holland, Community Resources Program Administrator 09/30/15
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Management Action Plan — Contracting for Professional Services

Ensure professional services performed for a multi-activity project are tracked to the specific
activity and do not exceed contractual limitations. Provide follow-up training by the City’'s
Purchasing Division to the Community Resources Division staff on aspects of proper

procurement and contract administration procedures.

Assigned To

Target Date

Keith Holland, Community Resources Program Administrator

Immediate
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MANAGEMENT COMMENTS

Background

The use of CDBG funds must address at least one of HUD’s three national objectives; (1)
Activities benefiting low- and moderate-income persons, (2) Activities which aid in the
prevention or elimination of slums and blight, and/or (3) Activities designed to meet community
development needs having a particular urgency.

The City's Community Resources Division directly contracts with several housing development
partners to carry out most of the development and rehabilitation needs in the community, but the
energy Efficient Housing Rehabilitation program was one directly administered by the staff of
the Community Resources Division. The program is designed to meet objectives (1) and (2), as
well as have an area benefit. Additionally, the purpose and use of CDBG and HOME funds
must meet the City's Policy on Use of HUD Funds.

HUD requires that any housing rehabilitation using CDBG funds must meet minimum
requirements for safety and welfare under Housing Quality Standards (HQS). By bringing a unit
up to HQS, local building codes also must be met. HUD does not want their funds used to
address only a portion of a structure’s condition, and if a home rehabilitation project is
undertaken, all deficiencies that would fail HQS must be addressed and brought up to
standards.

Results of Rehabilitation Efforts

Since 2000, Roanoke has adopted a neighborhood targeting approach, favoring housing
development projects in a focused area for greater impact. The first target neighborhood was
Belmont (SE by Design), followed by Gainsboro, and then Hurt Park, before transitioning to the
West End target area in 2011-2012.

Since beginning work in the West End target area in 2011, 30 new homes have been
constructed or rehabilitated for owner-occupied residency, and 79 homes have had limited to
major rehabilitation for existing owners. While previous target areas have seen tangible
improvements, results in West End have been more pronounced. When the City began work in
West End in 2011, the median sales price for a home was $77,950. The median home sales
price has increased to $121,300 in 2014, according to the City of Roanoke’s Real Estate
Valuation Office. Private investment has also increased in the area with several investors
purchasing abandoned, vacant, and condemned homes and restoring them to a livable
standard. With other investments such as the Freedom First Credit Union branch and
streetscape improvements on 13" Street, it is hoped that momentum will continue as the city
transitions to the next target area beginning in 2015.

A citizen survey conducted in December, 2014, for the 2015-2019 Consolidated Plan revealed
that over 72% of respondents chose homeowner housing rehabilitation as the number one
priority the City should address with CDBG and HOME funds. The City has encouraged
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rehabilitation of older homes to avoid large scale demolition and reconstruction in order to retain
as much of the existing community fabric as possible, and will continue to do so as we transition
into the Melrose-Orange Target Area in 2015-2016.

1714 Patterson Avenue

The City sought applications beginning in 2009 for homes throughout the city for the Energy
Efficient Housing Rehabilitation program. The home at 1714 Patterson Ave SW was one of 10
homes approved for the program in 2009. The owner met low-moderate income guidelines in
2009 and again in 2014 when the work was scheduled. The house was the last of the original
homes accepted into the program to get rehabilitation assistance. Since the homeowner met
income eligibility requirements of HUD, the Community Resources Division felt there was also
an obligation to complete these renovations after many years of waiting. This project was held
to the end in part because projected costs would be greater than other homes renovated under
this program.

The home is a large, 2,700 square feet, 100-year-old structure with two historic porches, one of

which is three-stories high. Maintenance had been deferred for many years and the home was

covered in lead-based paint. This combination meant that the home could not be brought up to

HQS standards or local building code without a substantial investment by the City in the form of
CDBG funds. This case was an outlier compared to others in the program, but the extreme size
and condition of the structure, combined with the impact that further deterioration would have on
the surrounding neighborhood, justified a waiver of the cap.

The home is part of the National Register and Local (H-2) Historic District. As such, the exterior
of the home had to be repaired in with ‘in-kind’ materials reflective of the original construction,
and could not be replaced with newer, more cost effective materials. Nor would it have been
justified under the H-2 Historic District guidelines for the home to be demolished and a new one
built in its place. The City went through the Architectural Review Board approval process as
well as through a Commonwealth of Virginia Department of Historic Resources Section 106
Historic Approval process. Both of these entities required the contractor to repair a three-story
porch on the rear of the home as well as the wrap-around porch on the front of the home due to
the historic and architectural character defining nature of both.

Audit Conclusions

The audit concluded that all HUD regulations and requirements were met, and this was
confirmed in discussions with HUD staff. Further, it concluded that the overall rehabilitation of
the Patterson Avenue home was consistent with objectives, with exceptions, specifically that it
was not consistent with the City’s 2006 Strategic Housing Plan. The audit contends that the
2006 plan relied upon the private sector to be a catalyst for investment in housing.

The audit also recommends that a cost-benefit analysis should be performed for housing
rehabilitation projects. While cost-benefit analysis is a useful tool in many contexts, it is not an
appropriate tool for assessing community development projects. Every housing rehabilitation
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NEIGHBORHOOD STRATEGY 5
WEST END/HURT PARK

GOAL

To revitalize and preserve a historically and aesthetically significant neighborhood. Due to the high cost of renovating and
maintaining many of these existing homes, the target audience is willing to make a significant investment in time and

money, with the resources and desire to live in a unique location and with a special environment.

GEOGRAPHIC FOCUS

The area is Patterson Avenue between 0" Street and 17" Street. This area is within a designated conservation area.
Hurt Park offers the possibility of recapturing a character that is too often lost in our urban communities. Patterson
Avenue, at the heart of Hurt Park, could be an avenue of urban mansions with views of the surrounding mountains and
within a few minutes travel time of downtown employment, shopping, culture and activity. This area is infused with a style
of the Old South and is something that Roanoke should preserve as a part of its heritage.

There are several characteristics of this neighborhood that make it an attractive target for reviving the housing market,

including:

@ A supply of large, attractively designed houses suitable for renovation and restoration.
A wide boulevard with opportunities for streetscaping and lighting.

Close proximity to downtown.

Vestiges of neighborhood commercial centers on the east end of the neighborhood.

Significant view opportunities to the south.

@ & & #$ &

Historic district designation.

The major challenge to the revival of this neighborhood will be the substantial investments

required to recapture the character of the past in these homes. These will not be standard

renovation projects but will require much higher investments and employment of the
necessary specialists and artisans.

Creating the necessary public/private partnerships for a neighborhood revitalization program
of this magnitude will present a significant challenge. The neighborhood has a significant

number of renter residents and contains a large proportion of low-income residents. Many

of the structures appear to be in poor condition, and the general environment seems to be Strategic Target Areas
City of Roanoke, Virginia
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one of little ongoing investment by owners. The City will need to spend a considerable amount of time in the
development of stakeholder participation. Funding needs will be large in comparison with other neighborhood
revitalization programs that the City may have undertaken. Use of CDBG entitlement funds as well as general funds and
other sources of funding will all be required to make this program successful.

STRATEGY

CONSERVATION/REDEVELOPMENT PLAN

The complexity of this undertaking will certainly require City effort to acquire, demolish, rehabilitate, and package both
existing structures and vacant lots. Undesirable uses and activities will have to be removed from the neighborhood in
order to make it attractive to new investment. The adoption of amendments to the conservation/redevelopment plan
needs to be one of the first steps in changing this neighborhood.

PROCESS

The City and the RRHA need to review the existing conservation plan and adopt any necessary amendments. A detailed
analysis of neighborhood and structural conditions is warranted given existing conditions. Due to the cost of the
revitalization that will be required and the severe deterioration that has occurred, the City and RRHA will need to prepare
plans to address certain pockets within the neighborhood where deterioration has reached a point that rehabilitation is
not possible. In these instances, properties will need to be acquired and the necessary demolition and reuse of the sites

for new construction begun.

ACQUISITION AND RENOVATION OF PILOT HOMES

There are numerous, large, attractive homes in the neighborhood, especially along Patterson Avenue. These homes will
require an extraordinary level of detail, care, and cost in order to return them to a condition worthy of their design and
importance to the community. It may be difficult to find private sector interest in the early phases of this neighborhood
revitalization. In order to initiate the restoration of some of these homes, the City of Roanoke will probably need to play
a direct role. One possibility is to exercise the acquisition powers of the RRHA to acquire certain key properties, to be
identified by the City, and develop a program for the restoration and resale of these homes.

PROCESS

A range of conditions can be observed that will help to identify some of the costs that will be incurred in restoration.
Preferably, several adjacent homes can be identified that are possible candidates for restoration so that there can be a
more significant toehold in the neighborhood. Once the properties have been identified, the City should enter into
discussions and negotiations with the owner to either undertake the restoration or for purposes of acquisition. In the
instance where a property owner wishes to undertake the restoration, the inspection/architectural assistance services,
discussed elsewhere should be utilized. Upon acquisition, the RRHA can assist the City in determining how the
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restoration work should be performed, either through direct restoration by the City and its agencies, or through the
identification of a private developer/entrepreneur.

Restoration of these structures will be costly and will require the use of numerous craftsmen that are not usually used in
publicly funded rehabilitation projects. These structures must be brought back to an original condition quality along with
the addition of modern features such as central heating and air conditioning, multiple bathrooms, modern wiring and cable,
and luxury kitchens. In many cases, an architect skilled in historic renovation will be required to assure the maintenance of
the authentic design.

REHABILITATION TAX CREDITS

Hurt Park is a designated historic district and many of the homes contribute to the district, particularly along Patterson
Avenue. The coupling of tax credits with the abatement program make private investment in restoration a more attractive
option.

PROCESS

The City should undertake an analysis of each of the homes to be considered for program inclusion. Certifications of the
contributing nature of the structures will be required. In the case of the federal tax credit program, only income
producing properties can participate while the state program allows owner occupied properties to participate. All
restoration work will need to comply with the Secretary of the Interior’'s Standards for Rehabilitation. It is appropriate for
the City to facilitate this program through provision of tax counseling and architectural assistance.

ARCHITECTURAL/INSPECTION ASSISTANCE

The City should establish an architectural/inspection assistance program to help property owners with the identification of
deficiencies that need to be addressed during restoration and that would provide architectural assistance in developing
specifications and contracts with individual vendors that may be involved in undertaking the restorations. This service
should be provided at no cost to owners and developers and tied to the tax abatement program and rehabilitation tax
credits.

PROCESS

The program was previously described in the discussion of Old Southwest and will not be further described here.

NEIGHBORHOOD COMMERCIAL FOCUS

The Hurt Park neighborhood has the vestiges of a neighborhood scale commercial area. However, as the neighborhood
declined, this commercial area has also declined. The City has adopted village commercial concepts in the comprehensive
plan and the Hurt Park commercial area seems to be ideally suited for development in this fashion. Coordination of the
development of this commercial area at the same time that residential restoration is occurring will help to stimulate
private interest in the neighborhood and ensure quicker success.
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PROCESS

The preparation of amendment to the conservation/redevelopment plan should encompass commercial activities as well as
residential. Once properties have been identified for either rehabilitation or acquisition, the City can take the appropriate
steps to either provide funds from its CDBG or general funds to perform the necessary work.

INFRASTRUCTURE IMPROVEMENTS

Patterson Avenue provides an opportunity for the City to create an attractive boulevard entry to downtown. The width
of right of way on this street appears to be significantly broader than that of most other comparable City streets and
offers opportunities for a variety of streetscape applications, decorative lighting, installation of traffic calming features and
appropriate signage. As in other projects, a visible indication of the City’'s commitment to making neighborhood
improvements will provide the assurance that private investors need when considering investing in property

improvements.

PROCESS

The City should develop a streetscape plan for the Patterson Avenue corridor that takes advantage of the wide right of
way and includes landscape, decorative street lighting and signage to tie the neighborhood together. The implementation
of the improvement program could encompass the use of TEA funds, VDOT maintenance funds, and City general funds.
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EXHIBIT 2

Letter and Workout Plan Addressed to
HUD
December 4, 2014
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